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Ms. Magalie R. Salas
Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Re: Federal-State Joint Board on Universal Service
CC Docket No. 96-45

Dear Ms, Salas:

On March 24, 1998, James R. Coltharp of Comcast Corporation met with Thomas
Power in the office of Chairman Kennard, The purpose of the visit was to discuss issues
raised in Comcast's Comments and Reply Comments in the above-referenced docket, as
well as the recommendations in the attached paper, which were previously submitted to
the record in this proceeding,

Please contact the undersigned if you have any questions.

Sincerely,

cc: Thomas Power
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Considemdons and Recommendationsfor Determining Interstate Wire~n:~OH
for Universal Service Purposes

mtsntatelIptr'state AUoeation of Wireless Revenues.

The process ofdistinguishing between "interstate" and "intrastate" revenues is extremely
difficult, ifnot impossible, to apply in the context ofmobile services.

1. Wireless markets are neither licensed nor constructed with reference to state
boundaries.
2. Over the past five years, the Commission actively encouraged the expansion of
coverage areas and reduction ofroaming barriers (in terms ofrates and technology) in
order to promote seamless wireless services.
3. Wireless carriers never have been required to maintain accounts on an intrastate basis
in most states, and were deregulated from most state PUC oversight after amendments to
1993 Budget Act. Wireless carriers also do not utilize standardized systems of
accounting.
4. Wtreless traffic is by definition ·'mobile". As a result, use oftelephone exchanges as
the basis for distinguishing caDs will not capture a caller's location, particularly in
comparatively dease Northeast regions. For mobile traffic, the character ofa call can
chanae in mid-call as one travels from one state to another.
S. Wnless biDiD.p also include incoming caDs. As a result, there is no way to easily
capture interstatelintrastate nature ofthose events with any certainty as to the point of
oriain for the incoming call, especially from incoming caDs on wireless services.
6. Carners are assessed upon the roaming activity oftheir customers. All records with
respect to the location ofroamiDg caBers and the destination ofthe call are within the
control ofa third party. Identification of"intrastate" calls made by a carriers roamers is
not feasible for jurisdictions in which the carrier is not licensed and therefore has no
reporting obligations.

COQIidn1iOlll for MethotIaIoIiet Uted i.Mngti.Wnw Reye......

Many asaimptions are necessary in developing a methodology to determine ''interstate''
and ''intrastate" rev.ues for wireless carriers. Each aSlUDlption involves a wiele unge of
possible answers, which contn"butes to widely vuying revenue estimates by wireless
carriers.

• Currea.t systems only permit generalized tracking ofmobile-to-land caDs. Because cell
sites and switches -- which serve as potential origination points for traffic - may cover
several states, assumptions based on traffic at these points in a wireless network are
very imprecise, even though they might lead to a measurement of ''interstate'' traffic.



• Even ifcall destinations could be tracked by trunk groups or NPA-NXX for calls that
are being routed to landline services, the appropriate definitions for incoming calls and
roaming calls still must be established.

• Assumptions also are necessary regarding time periods for sampling cans, estimates of
common intrastate and interstate calling patterns, as well as the patterns ofland-to­
mobile and mobile-ta-mobile traffic.

RCCOPlmended Solutions.

1. Commnp Market ReportiD,g. A predicate to determining a fair interstatefmtrastate
traffic percentage is the estabHshment ofthe relevant market size. Larger wireless carriers
sIlouJd not be able to average down their interstate perceatage by including ctistant
markets. The prQPer market for JJPortina pmposes is the MTA This market size is
sufficiently large so as not to disrupt the consolidated operations ofmost wireless carriers,
but would not discriminate against cellular and SMR carriers, or those holding licensees
covering BTAs.

• Selecting the MTA is consistent with the Commission's previous analysis on the proper
market for purposes ofLEC-CMRS interconnection relationships.

• A competitively neutral solution requires allowing both wireJine and wireless carriers
to use relevant markets in which they actually operate. In the wiretine context, LEes
are established and operate, in general, by state. The MTA is consistent with
operational structures for wireless carriers.

2. MJn4ate collection ofa fixed cb.... from all wireless CIl'l'ieg. An established. charge
per subscriber unit (or per line) would be consistent with the approach adopted in the
related context ofthe PICC with IXCs. A fixed charge also would eti:miDate competitive

.inequities associated with widely varying results from inconsistent assumptions in
methodologies used by wireless carriers. The level ofthe charge could be set to provide
for sufficient and consistent contributions to the USF. By petmitting more competitively
neutral and fair admiaistration than the existing process, and ensuring p-eater certamty, a
fixed charge would promote the continued development ofcompetition in wireless
markets. Further decreases in ntes by carriers would be expeQed ftom wireless
competition and likely would offset the fixed charge.

3. EstIhIj&h a real fixed perceDtap for an wireless curlers. In lieu offixed charges for an
carriers, a percentage could be set for common application by wireless carriers -
either nationally, or MTA by MTA -- to determine interstate revenues. A fixed
percentage assumes that wireless traffic is generally similar across competing carriers
with similar systems and operations, and etiminates competitive inequities associated
with varying assumptions among different methodologies. The percentage could be



set to provide for sufficient and consistent contnoutions to USF, drawing upon a
review ofthe existing filings to USAC by wireless carriers.

• The Commission could permit carriers to seek waivers based upon significant and
demonstrated deviations in traffic patterns.

• As a variation on or complement to this option, the Commission could require carriers
to adopt a common methodology for determining interstate percentages, (u., based
upon traffic as measured through designated trunk groups). The process of
establishing an accurate methodology, however, likely would be extremely
complicated and time consuming. A timely Commission response is extremely
important in resolving uncertainty in competitive wireless markets. The selection ofa
common wireless methodology should be coupled with an interim, fixed percentage
(as a proxy) to minimize uncertainty and avoid competitive inequities among wireless
carriers.

4. Cqnsistent awroaches to identifying what constitutes ''teJecnmnpmigtions revenues"
for wireless carriers. Comcast recommends that carriers be permitted to deduct from
gross revenues an revenues associated with information services whether sepantely billed
or bundled in any service plan. The latter can be accomplished by pennitting the fiir
market value ofbundled information services to be deducted from applicable service plan
revenues. The Commission also should permit bundled CPE to be deducted from service
revenue.

5. A clear silP') to ''true lIP" past •."",.",. Having addressed the foreaoing
~ the Commission must immediately aDJlounce its intention to review the various
methodologies adopted by wireless carriers on FCC Form 457, and provide a mechanism
to "truc>-upII past assessments.

!!'W



Wireless services continue to become increasingly competitive within CMRS.

Entrants in the digital wireless voice market in Philadelphia already include Comcast, Bell Atlantic
Mobile, Sprint, and Nextel. AT&T Wireless and Omnipoint are each expected in OctoberlNovember
1997.

Philadelphia region is:
2nd highest in penetration (over 20% for total market, Comcast has 9.30/0 as of 1996)
Among the lowest in pricing
Among the lowest in revenue per subscriber at $49, including all revenue

Prices falling:
Corncast digital service plans will be 15-40% lower than analog plans.

More flexible range of service:
GroupTalk plan allows for lower rates for work groups.
Service plans generally are more tailored to customer needs and preferences.



Wireless services continue to become increasingly competitive within CMRS. (continued)

Financial markms:

Compared to LECS, wireless services demonstate:
lower market share,
lower overall penetration,
greater levels of competition,
non-guaranteed rates of return.

As a result, expectations of financial markets are based on increased risk and evaluated on cash flow
rather than (guaranteed) rates of return.

Technological and licensing differences comparedto landline services:

Cost of building infrastructure is higher for landline replacement in more densely populated areas.

Calling areas and rate plans reflect deployment of infrastructure geared toward traffic centers
and larger market size represented by licensed territories.

Affected by greater competition and mobility.
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